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SOCIAL SECURITY FOR THE DISABLED 


HARD SENATE FIGHT lies ahead for a House- 

approved amendment to the Social Security Act to pay 
retirement benefits at as early an age as 50 years to persons 
who become totally and permanently disabled. The pro- 
posal presents a political dilemma for its opponents in 
Congress, chiefly Republican members, because they dis- 
like voting in an election year against a measure of poten- 
tial benefit to a large segment of the electorate. Their 
position is rendered more. difficult by the fact that the dis- 
ability provision is only one of several proposed amend- 
ments to the Social Security Act embodied in the pending 
bill; one of the amendments, which would extend basic 
social security coverage to several groups not now covered, 
is supported by both Republicans and Democrats. 


Sen. Walter F. George (D-Ga.), a member of the Finance 
Committee which recently concluded hearings on the 
measure, told an interviewer on Mar. 23 that he “sensed” 
an effort to bottle up the social security bill in committee. 
However, Finance Committee Chairman Harry F. Byrd 
(D-Va.) denied any such intention and indicated that the 
committee would vote on the bill shortly after Congress 
returns from its Easter recess on Apr. 9. 


If the bill should be reported without the disability pro- 
vision, and without an additional controversial provision 
to make women eligible for retirement benefits at age 62 
instead of age 65, Sen. George and others would be certain 
to fight to restore those provisions when the measure 
reaches the floor. George already has proposed a more 
liberal disability amendment which would allow qualified 
claimants to receive benefits at any age. 


ADMINISTRATION OPPOSITION TO DISABILITY BENEFITS 


Despite its advocacy of numerous measures to broaden 
social security protection, the Eisenhower administration 
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is flatly opposed to adding a system of disability benefits 
to the Old-Age and Survivors Insurance program. When 
the proposal came up in the House Ways and Means Com- 
mittee last year, the then Secretary of Health, Education 
and Welfare, Mrs. Oveta Culp Hobby, cautioned against 
taking any legislative action on disability benefits until the 
subject could be fully explored. A definitive administration 
stand was finally taken on Mar. 22, 1956, when Mrs. Hobby’s 
successor, Marion B. Folsom, testified against major pro- 
visions of the bill before the Senate Finance Committee.! 


Secretary Folsom voiced strong opposition to addition of 
a new category of beneficiaries to the social insurance sys- 
tem, chiefly because the additional cost would make it neces- 
sary to increase social security tax rates. He feared that 
the disability proposal would upset the actuarial basis of 
the present system and noted that several changes in the 
law, including increases in benefit payments, had been made 
only a short time ago—in 1950, 1952, and 1954. 

In these circumstances I believe the wisest course at this time 
would be to gain further experience under the recent far-reaching 
amendments . . .. meanwhile taking steps to advance other welfare 
programs for the benefit of the people. I would not initiate at 
this time in O.A.S.I. further major innovations or broad departures 
in principle which would increase taxes substantially and raise 
serious uncertainties for the future . . 

We all have sympathy with the special needs that may arise 
for some individuals . . . [but] we cannot provide every desirable 
benefit or cover every possible need without imposing a future tax 
burden on the people that might endanger public support for the 
system we are trying to uphold. 


Folsom predicted that any departure from the principle 
of limiting the benefit program strictly to old-age retire- 
ment and survivors’ benefits would open the door to pres- 
sure for taking care of other needs from social security 
funds. In particular, he felt that it would be hard to hold 
the age line for disability benefits at 50 years, that even- 
tually Congress would be forced to make the benefits avail- 
able to disabled workers of all ages. 


The Secretary noted that in the past Congress had not 
added major amendments to the basic act until experts had 
come to a wide area of agreement as to their value. But 
in the case of the proposed disability program, as with the 


1 Secretary Folsom was a member of the Advisory Council to the President’s Com- 
mittee on Economic Security, which helped plan the original social security system 
two decades ago. 


220 





Social Security for the Disabled 


plan to lower the eligibility age for women, there was 
“great divergence of opinion on the difficulties of adminis- 
tering [it], . . . [on] our ability to control] the costs, and 
[on] the effects on vocational rehabilitation.” Folsom said 
it would be unwise to make a fundamental change “when 
sO many questions raised are not answered.” 


COMPLAINTS ABOUT PRECIPITATE HOUSE ACTION IN 1955 


A large part of the attack on the proposal for disability 
benefits is centered on the speed with which the bill to 
amend the Social Security Act was put through the House 
last summer. The Ways and Means Committee drew up 
the legislation in only three days of executive sessions. 
The committee’s Democratic majority voted down a Repub- 
lican motion to open hearings to the many groups which 
had expressed strong views on the subject; no public hear- 
ings were held. The bill was favorably reported by a vote 
of 21 to 3 on July 14, brought up a few days later under 
procedure which forbade amendments from the floor and 
allowed only 40 minutes of debate, and passed on July 18 
by the overwhelming vote of 372 to 31. 


Only three Republicans on the Ways and Means Com- 
mittee voted against reporting the bill, and only 23 G.O.P. 
members (and eight Democrats) voted against it on the 
floor. Immediately after passage, however, Republican 
congressmen complained of the way the measure had been 
“crammed down the throat of the House.” Many justified 
their votes for passage on expectations that the Senate 
would amend the legislation along “safer” lines. 


The Senate took no action before Congress adjourned 
last summer. Early in the present session Chairman Harry 
F. Byrd (D-Va.) of the Senate Finance Committee, who 
has never displayed any great enthusiasm for the social 
security program, made it clear that he intended to give 
the proposed amendments the full-dress examination which 
they had been denied in the House. Public hearings began 
Jan. 25. During the two ensuing months spokesmen for 
virtually every organization which sought to express its 
views were permitted to testify. Most of the testimony 
was in opposition to the proposal for disability benefits; 
no effort was made to curtail repetitive arguments by af- 
filiated groups, such as the American Medical Association 
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and the state medical societies. As the hearings went on, 
supporters of the bill began to suspect that the Senate 
committee was purposely delaying action. 


Democrats on the Ways and Means Committee defended 
last year’s swift, closed-door procedure in the House on 
grounds that the proposed amendments had been exhaus- 
tively studied in earlier years and that there was pressing 
need for the new benefits. The House committee’s report 
noted that an almost identical disability measure had been 
recommended by an advisory group to the Senate Finance 
Committee in 1949, and that legislation along the same lines 
had been approved that year by the House. 


The committee contended that voting of a special pro- 
gram of public assistance for the permanently and totally 
disabled in 1950 had “clearly expressed the intention of 
Congress that the disabled should not . . . go without the 
necessities of life.’ The assistance program proved, in 
the opinion of the committee, that it was “administratively 
feasible to determine who is disabled.””’ Hence it was simply 
a question of choosing the “method of providing for the 
disabled.”” The committee concluded that the best method 
was “contributory social insurance rather than . . . needs- 
test assistance financed out of general revenue.” 


MOUNTING DEMAND FOR PROTECTION AGAINST DISABILITY 


The current debate over the disability proposal is the 
latest chapter in a 15-year effort to amend the Social 
Security Act to provide cash benefits for disabled unem- 
ployables. Five years after social security got under way 
in 1936, the federal agency which administers the system 
made its first formal recommendation to allow benefits not 
only for old-age retirement but also for early retirement 
due to complete disability. The Federal Security Agency 
said in its 1941 annual report: 


One of the most serious aspects of existing social insurance 
measures ... is the failure to provide protection against the 
major hazard of disability. The United States is almost alone 
among the great nations of the world in insisting that a worker 
who becomes disabled must wait until he is 65 years old to receive 
benefits? . . . Studies completed during the last fiscal year have 
established a sound basis on which to develop plans for insurance 
protection against disability. 


2 Forty-five countries have social security systems which provide early retirement 
benefits for the disabled; only seven apply a needs test. 
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The Social Security Board warned early in the war that 
need for disability insurance would become more acute 
when hostilities ceased, because many handicapped workers, 
“after the strain of the war years,”’ would be unable to con- 
tinue in gainful employment. Just as enactment of the 
original Social Security Act in 1935 was spurred by a 
desire to improve employment opportunities for young 
people in a period of job scarcity, so the disability pro- 
posal was offered as a means to open up employment in 
the postwar period for “young and vigorous men” to be 
demobilized from the armed forces.* 


A year after V-J Day the Senate Finance Committee 
created an Advisory Council on Social Security, made up 
of leading citizens from various walks of life, to undertake 
a thorough study of various proposals to broaden the social 
security system. Reporting on its findings in 1949, the 
Council said: “The time has come to extend the nation’s 
social insurance system to afford protection against this 
loss [of income from disability].’”’4 Investigation had 
shown, the Council added, that existing programs offering 
protection against the economic hazards of disability were 


either too limited in coverage or so restrictive in the way 


of eligibility requirements as to be of little value to those 
covered. 


The Council is strongly impressed with the seriousness of the 
problems created by permanent and total disability and with the 
social disadvantages of compelling the victims of this misfortune 
to depend upon public assistance ... In view of the admitted 
administrative difficulties in undertaking the payment of such 
benefits [under social security] ... the Council recommends a 
highly circumscribed program.5 


Although the House in 1949 approved a disability plan 
similar to that now pending, it failed of action in the Senate. 
The subject was brought up again in President Truman’s 
last year in office when the congressional Joint Committee 
on the Economic Report engaged the National Planning 
Association, a non-profit, non-political research organiza- 
tion, to undertake a study of pension systems in the United 
States. The association’s report, published as a congres- 
sional document in 1952, directed attention to a “most seri- 


® Social Security Board, Annual Report for 1942, p. 18. 


* One of the two members of the 17-member Council who dissented from this recom- 
mendation was Marion Folsom, now Secretary of Health, Education and Welfare. 


5 Advisory Council on Social Security to the Senate Committee on Finance, Recom- 
mendations for Social Security Legislation (1949), pp. 69-70. 


223 





Editorial Research Reports 


ous gap” in existing programs caused by “the failure of 
present arrangements to give adequate protection to work- 
ers who are out of the labor market because of permanent 
and total disability.” 


Of all the risks to economic security, total disability is perhaps 
the most devastating. Disability is more of an economic burden 
than old age, for it may come at a time when children are not yet 
grown and the responsibility for their support is greatest. More- 
ever, it adds a dependent to be taken care of ... who may... 
incur extra expenses. Few persons, even those receiving high 
salaries, accumulate enough savings to support their families 
during long years of disability.® 


The authors remarked that the principle behind the old- 
age retirement system was that age itself constituted dis- 
ability for employment; hence it was logical to extend 
benefits to workers who became disabled prematurely. They 
warned that unless disability benefits were incorporated in 
the system, increasing pressure would be brought to reduce 
the retirement age for all workers below age 65. A disabil- 
ity program, however, should have strict rules for eligi- 
bility. Only persons with long records of employment 
should be eligible, the benefits should be low in comparison 
with the accustomed earnings of the individual, and they 
should be payable only after a long waiting period. It was 
recommended that the age of eligibility for the proposed 
benefits be set at 50 to 55 years. 


With return of the Republicans to power in 1953, pressure 
for disability benefits declined, but when the Democrats 
regained control of Congress after the 1954 elections, earlier 
demands for such a program were revived. House Demo- 
crats moved expeditiously to put a proposal through the leg- 
islative mill; Senate Democrats were more cautious. When 
Majority Leader Lyndon B. Johnson (D-Tex.) announced 
his legislative “program with a heart” on Nov. 22, 1955, he 
called for broadening of social security coverage and lower- 
ing of the eligibility age for women but made no mention 
of disability benefits. However, the Joint Committee on 
the Economic Report, headed by Sen. Paul H. Douglas (D- 
Ill.), recommended early this year that “Congress consider 
legislation to establish social insurance programs covering 
the risks of temporary and permanent total disability.” 7 


* National Planning Association, Pensions in the United States (1952), p. 70. 


7 Joint Committee on the Economic Report, A Program for the Low-Income Popu- 
lation at Substandard Levels of Living (Jan. 5, 1956), p. 5. 
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A few weeks later the Senate Finance Committee opened 
hearings on the House-approved social security bill. 


On Mar. 23, the day after Secretary Folsom had testified 
in opposition to disability benefits and earlier payment of 
retirement benefits to women, Sen. Johnson accused the 
administration of ignoring “the needs of our senior citizens.” 
Adlai E. Stevenson said the same day that he did not see 
“how anybody can in good conscience say that a worker 
who becomes totally disabled at age 50, or over, must wait 
until he is 65 to receive his social security benefits.” Steven- 
son added that it was “high time that the administration’s 
thinking about things like social security be done a little 
less exclusively in terms of slide-rule calculations and a 
good deal more in terms of meeting essential human needs.” 


Provisions for the Permanently Disabled 


THE MOST RECENT official estimate of the number of 
permanently disabled persons in the United States was 
made by the Social Security Administration a year ago; it 
is chiefly a statistical projection of the findings of spot 
surveys carried out in 1949 and 1950. It was estimated, by 
that method, that on an average day in 1954 the number 
of permanently disabled individuals totaled 5.3 million, of 
whom 2.9 million belonged to the group of persons con- 
sidered of working age (14-64 years). Of the 2.9 million, 
760,000 were inmates of institutions; the remainder pre- 
sumably were living at home and being cared for by their 
families or hired attendants. 


PENDING PROPOSALS FOR SOCIAL SECURITY COVERAGE 


Under the bill passed by the House last year, disability 
benefits would be made available to totally and permanently 
disabled persons, at age 50 or later, who had been covered 
by social security for at least five of the preceding ten years 
and for at least one and one-half of the three years imme- 
diately preceding onset of the disability. 

The bill defines disability as “inability to engage in any 
substantial gainful activity by reason of any medically 
determinable physical or mental impairment which can be 
expected to result in death or to be of long-continued and 
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indefinite duration.” Determination of disability would 
be made by a state agency, subject to review and approval 
by the Secretary of Health, Education and Welfare. 


Monthly benefits would become payable after a six-month 
waiting period and would continue until death or cessation 
of the disability. Disability benefits would equal the retire- 
ment benefits to which the disabled persons otherwise would 
be entitled under the basic social security program at age 
65, except that additional benefits could not be claimed for 
dependents. Under existing old-age insurance schedules, 
monthly payments range from a minimum of $30 to a max- 
imum of $108.50 and average $70-$80. The equivalent dis- 
ability payments would be reduced in any month by the 
amount of any sums received from another federal agency 
on account of the disability. 


The House bill would introduce a new disability benefit 
for dependent children of a retired or deceased person 
covered by social security. Under present law, payments 
are made for such children until they reach the age of 18. 
The pending measure would continue the same benefits 
indefinitely for children suffering on the 18th birthday from 


a disability that would permanently prevent gainful em- 
ployment. 


All applicants for disability benefits would be referred 
to state agencies administering restorative programs under 
the Vocational Rehabilitation Act. Refusal to accept re- 
habilitation services “without good cause” would disqualify 
a disabled person for benefits. However, if a beneficiary 
performed gainful work under a state rehabilitation pro- 
gram, he would be eligible to receive disability benefits 
during the first 12 months of such employment. This pro- 
vision would allow time to test the permanency of restored 
powers of self-support. 


AID FOR NEEDY DISABLED UNDER THE PRESENT SYSTEM 


Congress has amended the Social Security Act twice in 
recent years in favor of the disabled. A new category of 
“totally and permanently disabled” was added in 1950 to 
the groups of persons eligible to receive relief under the 
existing program of federal aid to the states for public 
assistance. Only individuals without other resources are 


* Others eligible for federally-aided public assistance are the needy aged, the blind, 
and dependent childrep 


226 





Social Security for the Disabled 


eligible for public assistance, the cost of which is borne 
jointly by federal, state, and local governments. 


Forty-two states, four territories, and the District of 
Columbia currently offer subsistence payments and medical 
services to disabled persons under this program. The num- 
ber of disability recipients has increased to a total of 
around 244,000 since the program was instituted in October 
1950.° The relief payment levels out at $55 a month for 
the country as a whole, but it ranges from an average of 
$107 a month in Connecticut down to $24.60 a month in 
Mississippi, and to even smaller amounts in the territories. 


Public assistance to the disabled in the year ended June 
30, 1955, cost $147 million; a little more than one-half of 
the total was paid by the federal government, 35 per cent 
by the states, and 14 per cent by the localities. The whole 
amount spent from all sources to aid the needy disabled 
in that year constituted about 514 per cent of the country’s 
total relief budget of $2.7 billion, of which around one-half 
was paid out of the federal treasury. 


The 1950 amendment to the Social Security Act made such 
cash payments available to the needy disabled regardless of 
their age, work history, or social security status. Congress 
amended the Social Security Act again in 1954 to authorize 
freezing of the earnings records of insured persons who 
become totally and permanently disabled before reaching 
retirement age. Although no benefits can be paid in the 
meantime, a disabled individual’s insured status can thus 
be preserved during a non-earning period prior to age 65. 
Until this provision became law, the benefit payable to such 
a person at age 65 was computed on the basis of average 
earnings over a specified period which included the non- 
working years; hence the benefit was considerably smaller 
than is now the case. 


The disability freeze provision has not been in effect long 
enough to indicate the extent to which it may be utilized. 
No applications were accepted until Jan. 1, 1955, and no 
determinations of eligibility were made until last July 1. 
Up to Jan. 20, 1956, 334,367 disabled persons had applied 
for an earnings freeze, 40,471 applications had been dis- 
allowed, and 65,695 granted. The group whose applications 


*In addition to relief recipients in the disability category, an estimated half-million 
disabled individuals or their dependents receive public assistance under the Aid to the 
Blind and Aid to Dependent Children categories. 
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had been approved included 19,000 persons who had already 


retired and who stood to gain from a recomputation of 
benefits. 


VOCATIONAL REHABILITATION FOR THE DISABLED 


Congress in 1954 greatly expanded the vocational rehabil- 
itation program to carry out President Eisenhower’s advo- 
cacy of a goal of 200,000 rehabilitations a year by 1959. 
Authorizations for matching grants to the states for these 
programs were established at $30 million in fiscal 1955, 
rising annually to $65 million in fiscal 1958. The agency 
budget now before Congress calls for $41 million in the 
next fiscal year, nearly double the 1954 appropriation. 
Programs now operating in every state offer medical, sur- 
gical and psychiatric services, fitting of prosthetic appli- 
ances, job training, and vocational counseling. Rehabilita- 
tion clients pay nothing or what they can. Many are given 
the tools or business equipment needed to make them self- 
supporting. 


Such programs achieved the rehabilitation of 58,000 dis- 
abled persons in the year ended June 30, 1955. Three- 
fourths of the 58,000 had been unemployed when referred 
for rehabilitation; many of the remainder had held low- 
paying jobs; 11,600 were on public assistance at some time 
during the period of rehabilitation. Retraining lifted the 
group’s annual earning power from $16 million to $106 
million at a total cost of $7.7 million; to provide members 
of the group with subsistence, if they had not been rehabili- 
tated, would have cost $9.7 million a year. 


BENEFITS FOR DISABLED VETERANS AND RAIL WORKERS 


The largest segment of the population currently eligible 
for disability benefits is made up of the 22 million veterans 
of the armed forces. If a veteran becomes disabled as the 
result of service-connected injury, he is compensated accord- 
ing to a sliding scale geared to the degree of disability. 
Basic payments under the program range from $14 to $181 
a month, but additional amounts for dependents may raise 
the stipend to as much as $420 a month. 


A veteran who incurs non-service-connected disabilities 
which render him permanently unfit for gainful employ- 
ment is eligible for a pension if his annual income from 
all sources does not exceed $1,400 a year, or $2,700 a year 
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if he has a dependent wife and/or children. Pensioners 
draw $66.15 a month for ten years or up to age 65, and 
$78.75 thereafter, except that those who are helpless or 
blind and require the services of an attendant may receive 
$135.45 a month. 


Approximately 624,000 veterans now receive pensions for 
total and permanent non-service-connected disability, while 
more than two million veterans are being compensated for 
some degree of service-connected disability. Nine out of 
ten in the latter group have less than 70 per cent disability 
and presumably are capable of working at some kind of job. 


Veterans’ and public assistance programs for the disabled 
are financed out of general tax revenue. Most other forms 
of disability benefits are supported by contributions from 
employers, employees, or both. The earliest form of insur- 
ance against disability was workmen’s compensation, first 
established by state law some 40 years ago, now operative 
in all states, and covering a total of 39.5 million workers. 
Beneficiaries are compensated for loss of wages and for 
medical expenses incurred as the result of job-connected 
injury or illness; most of them receive about two-thirds 


of their regular pay. Four states (California, New Jersey, 
New York, and Rhode Island) require that employees in 
certain occupations be covered by insurance for non-job- 
connected disability. Duration of payments under both 
workmen’s compensation and other state disability insur- 
ance laws is limited. Hence such programs do not meet 
the needs of the permanently disabled. 


The railroad retirement system, established by federal 
statute in 1935 and currently covering 1,256,000 workers, 
provides benefits for both temporary and permanent dis- 
ability. Railroad employees who are permanently disabled 
for their regular line of work, and who have had 20 years 
of railroad employment, may begin collecting retirement 
pay at the age of 60. If the worker is disabled for all 
types of employment and has had a minimum of ten years 
of railroad employment, he may retire on a pension at any 
age.’° Approximately 85,000 collected disability payments, 
averaging $97 a month, under the railroad retirement sys- 
tem in 1954. 


% Under a 1954 amendment, children of retired or deceased railroad workers con- 
tinue to receive annuities beyond the normal cut-off age of 18 if they are totally and 
permanently disabled. 
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Retirement plans for federal and most state and local 
government employees allow early retirement with benefits 
if the worker becomes totally and permanently disabled 
before reaching normal retirement age. A total of 138,000 
persons received disability pay under the federal retire- 
ment system, and 45,000 under state and local systems, 
in 1954. The federal civil service retirement law provides 
that any employee who becomes totally disabled for useful 
and efficient service in the grade or class of position held 
by him may be granted an annuity, provided he has com- 
pleted at least five years of service. The amount that annui- 
tants receive depends on length of service.’ Thus early 
retirement for any cause results in a smaller benefit. A 
$4,000-a-year federal employee, disabled after 15 years on 
the job, would receive an annuity of $975 as against the 
$1,950 received by an employee of the same grade who 
retires after 30 years of service. 


GrouP INSURANCE PROTECTION FOR TOTALLY DISABLED 


A number of group insurance or pension plans covering 
workers in private industry carry benefits for permanently 
and totally disabled workers, but the benefits usually are 
not large. Many of the early employer-sponsored pension 
plans provided some compensation for totally disabled 
workers. Since World War II, organized labor has sought 
through collective bargaining to develop more comprehen- 
sive disability programs under group insurance. Disability 
benefits are now available to workers in the automobile, 
rubber, and steel industries. 


The Social Security Administration, checking 275 retire- 
ment plans in private industry in 1950, found that 80 of 
the plans contained specific provisions for paying regular 
sums to workers forced to quit their jobs because of dis- 
ability ; in addition, 129 plans allowed early retirement with 
reduced benefits regardless of disability status."2 In a more 
recent survey of 127 pension plans which had been amended 
between 1950 and 1954, the agency found that only 29 
made special provision for permanently disabled workers. 


The earlier survey described the many limitations at- 
" Retired federal employees receive one per cent of the average annua! basic salary 
for any five consecutive years, plus $25, multiplied by years of service, or (if salary 
is above $5,000 annually) 1.5 per cent of the average annual basic salary multiplied 
by years of service 
12 Federal Security Agency, Permanent and Total Disability Benefit Provisions in 
Industrial Retirement Plane (June 1950). 
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tached to benefit provisions for the disabled. As in the 
case of the federal civil service, benefits are computed on 
the basis of years of service, with the result that, unless 
disability occurs late in an individual’s work history, pay- 
ments are small. Many disability annuitants receive less 
than $25 a month. The mobility of American workers and 
inadequate vesting procedures of pension plans, moreover, 
have the effect of restricting disability benefits to relatively 
few workers. 


A study by the U.S. Labor Department disclosed that 
more than two-thirds of 300 pension plans operative in 
1952 made provision for early retirement annuities in case 
of total and permanent disability, but service of at least 
15 years usually was required to make workers eligible to 
receive benefits. The amounts paid to the disabled under 
many of the plans were larger than the benefits payable on 
retirement at normal age, because the retirement payments 
were reduced by the amount of social security benefits. 
Presumably any future provision for social security dis- 
ability benefits would result in corresponding reduction of 
private benefits to the disabled. 


Private insurance companies during the 1920s wrote life 
insurance policies to which there might be attached, fora 
small additional premium, a disability clause providing not 
only for waiver of premium in case the policyholder be- 
came totally and permanently disabled, but also for pay- 
ment of a monthly income for life or as long as the dis- 
ability continued. Many such clauses are still in force, but 
they proved so expensive to the companies that they long 
ago stopped offering them on new policies. Life insurance 
today is not a significant means of providing a substitute 
for wage or salary income lost before retirement by reason 
of continuing disability. 


Apprehensions About Disability Insurance 


REVISION of the Social Security Act to provide early 
retirement pay for the disabled has been pushed in recent 
years over the opposition of influential groups which regard 
it as a worse than useless method of meeting the problems 
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of handicapped workers. The attack on disability benefits 
has come chiefly from the medical profession and segments 
of business, particularly the insurance industry. The most 
ardent promoters of the proposal are labor organizations 
and social workers. 


While some of the opponents display deep-seated bias 
against social security and all its works, many others, in- 
cluding Secretary Folsom, object on the ground that intro- 
duction of disability benefits might endanger the basic social 
security program. This group argues that creation of a 
new class of beneficiaries would open the door to a mass 
assault on the system by pension-seekers, which eventually 
would either dissipate social security reserves or force an 
economically untenable increase in social security taxes. 
Proponents of disability coverage contend that a well- 
administered program would weed out fraudulent claims. 
They insist that it is better to meet the needs of the dis- 
abled through an insurance system than through relief pay- 
ments drawn from general tax revenues. Thus the debate 
centers mainly on differences as to the economic and social 
impact of the proposed program. 


NUMBER OF THE DISABLED; ESTIMATED BENEFIT COSTS 


Social Security actuaries estimate that in the first full 
year following initiation of a disability program, approxi- 
mately 250,000 disabled persons would qualify for $200 
million in benefits. The number of beneficiaries would in- 
crease thereafter until, after 25 years, one million dis- 
abled would be receiving $900 million a year.* If high 
employment continues, addition of the estimated million 
beneficiaries to the system would add a level-premium cost 
of 0.42 per cent of payroll.'* Should Congress approve the 
George amendment to allow payments for total and perma- 
nent disability at any age, the level-premium cost would be 
0.63 per cent of payroll. 


These estimates are based on expectations that economic 
conditions will remain favorable and total payroll large. 
Not exact estimates, they represent mid-points between 
widely disparate low and high probability estimates. 





13 $5 billion was paid in social security benefits in the calendar year 1955. It is 
estimated that $6.1 billion will be paid in the fiscal year beginning next July 1. 

“4 The level-premium cost is the average cost of the program in payroll terms over 
as many years as can be foreseen. The actual payroll tax, which rises progressively 
to a specified maximum, is computed from actuarial estimates of the level-premium 
cost. 
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Robert J. Myers, chief actuary of the Social Security 
Administration, told the Senate Finance Committee on Jan. 
25 that he could not be more precise because no “com- 
pletely pertinent and valid data” were available on which 
to base estimates. 


The added cost that would be imposed by approval of all 
pending amendments was estimated at 0.92 per cent of 
payroll under continuing high employment. To support 
the new programs, the pending measure would provide 
for a total increase in social security taxes of 1 per cent 
of taxable pay. The present rate of 2 per cent each for 
employer and employee, which otherwise would remain un- 
changed until 1959, would be raised immediately to 214 per 
cent for each. As in the existing rate schedule, the tax 
would rise by 14 per cent for employer and for employee 
at five-year intervals. But the rate in 1975 and thereafter 
would be 41% per cent each instead of the 4 per cent now 
scheduled. The rate for the self-employed would rise from 
3 to 334 per cent immediately and by 1975 would reach 
634, instead of 6 per cent. 


Secretary Folsom told the Senate Finance Committee on 
Mar. 22 that the proposed tax increase, adding $1.7 billion 
to social security taxes in the first full year of the new 
programs, would lift the total tax burden imposed by the 
system to $19 billion annually by 1975. He feared that 
such a load would result in hardship for many persons; 
those in low income brackets might have to pay more in 
social security taxes than in federal income taxes.5 “I am 
opposed to this proposal for an unscheduled 25 per cent 
increase in social security taxes on the wages of the 70 
million workers now contributing to the system,” Folsom 
said. “I believe there is no clear evidence that any overall 
merits of the proposed changes would justify the additional 
tax on so many people at this time.” 


FEAR OF FLOOD OF FRAUDULENT CLAIMS FOR BENEFITS 


Officers of private insurance companies testified before 
the Senate Finance Committee that their experience with 
policies carrying disability clauses demonstrated the in- 
superable difficulties of administering such a program 

% A $4,200-a-year worker, who pays $84 in social security tax this year, would pay 
$105 the first year under the proposed new rates and $189 by 1975. A self-employed 


person now paying $126 would pay $157.50 the first year under the new rates and 
$283.50 by 1975. 
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under social security. Speaking on behalf of the American 
Life Convention and the Life Insurance Association of 
America, Daniel J. Reidy said that the companies were 
flooded, after the economic collapse of 1929, with question- 
able and fraudulent claims which resulted in extensive liti- 
gation and severe losses. He predicted that the Social 
Security Administration would have even greater difficulty 
with “the hazy group of questionable cases, malingerers 
and frauds” because the social insurance system cannot 
weed out the poor physical and moral risks, as a private 
company attempts to do. 


In view of the high cash value of each approved claim, 
Reidy said it would not require many successful cases of 
fraud to “upset the entire plan of financing.” A large 
staff of highly trained administrators would be needed to 
deal with appeals from unfavorable rulings, and members 
of Congress would be flooded with complaints from dis- 
gruntled pension-seekers. A number of insurance officials 
put forth the opinion that the additional funds required to 
handle the new program would be better spent on efforts 
to restore the disabled to economic productivity, or on 
public assistance for those who could not be rehabilitated. 


Secretary Folsom agreed that the program would be 
difficult to administer. 

There could be serious difficulties in determining eligibility for 
benefits ... Appeals from administrative determination to the 
courts might well—as they did with private disability insurance 
in the 30s—result in precedents requiring less strict administrative 
determinations. The fact that, under the bill, agencies in 48 states 
would be making initial disability determinations would tend to 
make uniformly tight administration more difficult. 


Representatives of labor organizations, on the contrary, 
pointed to their own favorable experience with disability 
insurance under industry plans. Walter Reuther, president 
of the United Automobile Workers, said the actual number 
of disability beneficiaries in his industry proved to be 
fewer than one-fourth the number estimated before the 
plans were instituted; he reported that there was so little 
difficulty in determining genuine cases of disability that 
in no instance was it necessary to resort to labor-manage- 
ment arbitration on a challenged case. Nelson H. Cruik- 
shank, director of the social security department of the 
American Federation of Labor and Congress of Industrial 
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Organizations, observed that social-security machinery for 
determining disability was already operating successfully 
in connection with the public assistance and earnings- 
record freeze programs. 


When members of the Finance Committee queried Fol- 
som about such statements, he countered that the situation 
was different in the case of industrial and civil service 
plans, where there was an intimate relationship between 
program administrators and individual employees which 
made it easier to detect fraud or malingering. A similar 
close association exists between local administrators of a 
public assistance program and relief clients, whose claims 
for aid are based primarily on demonstration of financial 
need. In the freeze program there is far less incentive for 
fraud than would be the case in claims for immediate and 
continuing cash benefits. 


WARNINGS OF SPOKESMEN FOR THE MEDICAL PROFESSION 


The many doctors who testified against the proposal for 
disability benefits stressed adverse medical and psycho- 
logical effects of basing pensions on a permanent disability 


qualification. It was their view that the prospect of re- 
ceiving a steady income so long as one remained totally 
incapable of gainful employment would have the effect of 
deterring the physical recovery of a disabled person. Dr. 
F. J. Blasingame, representing the American Medical 
Association, told the committee on Feb. 24 that he was 
voicing the opinion of virtually every doctor in the nation 
that a disability benefit of this kind would be “a great 
disservice to the very persons it purports to aid.” 


In the case of persons whose disability is of neurotic 
origin, Dr. Blasingame said, a disability certification would 
be “the most inhuman thing we could do,” because it would 
justify in his own mind the neurotic’s failure to solve his 
problem. Dr. Wright Adams, chairman of the Department 
of Medicine at the University of Chicago, said the program 
would be particularly damaging to heart patients, because 
it would destroy the all-important factor of motivation for 
recovery during the difficult period ot convalescence. 


Labor representatives argued, on the other hand, that 
a pension based on a disabled worker’s previous record as 
a productive member of the community would be far less 
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damaging to his morale than putting him on relief. The 
American Public Welfare Association, many of whose mem- 
bers administer public assistance programs at state and 
local levels, agreed that a pension would be a boon psycho- 
logically not only to the many disabled individuals receiving 
direct assistance, but also to the children of disabled bread- 
winners; many of the latter are now supported under 
the Aid to Dependent Children program. Sens. Barkley 
(D-Ky.) and Long (D-La.) pointed out during the hearings 
that a pension program would not require the family of a 
disabled man to use up all of its financial resources before 
qualifying for benefits, as is required under public assist- 
ance programs. 


A number of medical witnesses showed apprehension 
lest the program open a crack in the door leading to social- 
ized medicine. Dr. Blasingame described social insurance 
as “the common European system,” while public assistance 
geared to individual need was termed “the traditional Amer- 
ican approach.” Dr. Philip H. Jones, representing the 
Louisiana State Medical Society, predicted that patients 
who failed to receive certification from their own doctors 
would pursue government physicians for treatment and 
certification; eventually “‘a full-fledged system of gradu- 
ally expanding state medicine will be developed among us.” 


Secretary Folsom disagreed with the doctors who looked 
on disability benefits under social security as a step toward 
socialized medicine. He did not regard disability benefits 
in themselves as a bad thing, and approved of them in 
limited-coverage systems. If the financial position of the 
social security system should continue to improve, Folsom 
said it might be possible in some future year to provide 
additional benefits without increasing the tax rate or caus- 
ing an actuarial deficiency. ‘We could consider then,” he 
said, “the most desirable additional benefits in the light 
of the circumstances and the needs at that time.” 
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